HINES

Owner, West

Coast Painting

& Blasting, No tax
Inc., and returns
related
corporations

Government Contracts

*$6 million dollars

I am a resident of

*No 1099’s issued

Paid workers by check

Wages not reported to EDD

I am a resident of
California




What 1s the difference between an
overzealous tax investigator

and a rottweiler?

A rottweiler eventually lets go!



Deterrent Effect

How does a criminal investigation
influence other taxpayers?

* Investigator’s actions

— Interviews with 3™ parties
 Publicity through press / media stories
* Formal relationships

— Business & professional meetings

* Informal relationships
— Restaurant & coffee shop, golf course contacts



Consolidated Quarterly Payroll
for one company
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$6,000,000 -
$5,000,000 -
$4,000,000 -
$3,000,000 -
$2,000,000 -
$1,000,000 -

$0-
96/1 96/3 97/1 97/3 98/1 98/3

v
35 Federal Grand Jury Subpoenas
Consolidated Quarterly Payroll for 21 for a criminal investigation served
construction companies reporting on construction companies
payroll that were served Federal Search warrant executed on 13 locations,
Grand Jury subpoenas. 10/24/97 (Sacramento, Placer and El Dorado

\ 4 counties)
V¥V FTB Investigations Bureau joined case 5/97
EDD Investigations Division assigned case 2/27/97




QUARTERLY COMPANY PAYROLL
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Card Room

$350,000
$300,000
$250,000 -
$200,000
$150,000
——Time Collections,
$100,000 Table Rent
$50,000
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TANNONLTDONOVDOOTNMNMITNDONOO O ™A
Al o i A o B B B 9 Iy g
* \/ Months

IRS conducting
an audit

Search Warrant
executed



Golf Course Cash Receipts

MONTHLY DEPOSITS TO CHECKING ACCOUNT

Aka: One for the till; two for Phil

$30,000
$25,000
$20,000
$15,000
$10,0001
$5,000
$0-

B Check
[ Cash

Before Arrest After Arrest
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JUST
DON’T
LOOK
RIGHT




An attorney once said:

A wise man doesn’t play
leap frog with

a unicorn.
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